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CONF'DENTIA

CURRENT INTELLIGENCE WEEKLY SUMMARY

19 June 1958

PART I

OF IMMEDIATE INTEREST

. LEBANON

President Chamoun's posi-
tion remains critical. Despite
the 1lull in the fighting in
Beirut following the flurry of
rebel activity there at the end
of last week, security au-
thorities expect further op-
position efforts to "break out"
of the Moslem quarter and attack
the presidential palace or the
airport. A new military com-
mander has been appointed in the

Beirut district, but he appears
to share army commander Shihab's
reluctance to attack the rebel

forces unless they attack first.

While the army has made
some progress in clearing roads
to the presidential summer
palace at Bayt ad Din, south-
east of Beirut, this is probably

the result of an accommodation
between the army and the rebel
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Druze forces operating in that
area. Elsewhere the kind of
sporadic fighting that has
come to be regarded as ''mormal"
continues.

There have been reports
that the militant Christian
Phalange movement has assumed
more leadership of military de-
fense preparations in the Chris-
tian quarters of Beirut during
the past week. This develop-
ment lends more of a religious
coloration to the fighting than
has been evident so far.

The government apparently
intends to exhaust the resources
of the United Nations before
asking for aid from individual
Western countries. The Leba-
nese have let it be known, al-
though they have not formally
requested, that they would pre-
fer a UNEF-type police force
to the observation group which
the UN Security Council ;has
provided. Secretary General
Hammarskjold has indicated
he could not increase the ob-
servers beyond about 350 per-
sonnel without further author-
ity from the council. Hammar-
skjold himself arrived in Bei-

rut on 19 June to clarify the
functioning and objectives of
the UN observer group. One
major problem is whether, de-
spite some welcoming statements,
the Tebels will in fact permit
UN..officers to function in areas
under their control, especially
those near the UAR border.

1

The Cairo and Damascus
press have inveighed strongly
against either Western inter-
vention or the creation of a
UNEF in Lebanon. One Cairo
newspaper, edited by a confi-
dant of Nasir's, has asserted
that a landing by Western
troops would be regarded by the
UAR as an act of war. However,
no official statements have
been forthcoming, add the ex-
treme statements of the press
may conceal some desire on
Nasir's part to disengage the
UAR from a costly and not nec-
essarily successful operation.
Nasir's unhappiness over the
Lebanese situation does not

seem likely, however, to lead
him to a&abandon the rebel
cause without further effort

to achieve at  least a
psychological victory over the
pro-Western elements.

25X1

EXECUTION OF IMRE NAGY

Announcement on 16 June of
the executions of former Hun-
garian Premier Imre Nagy and
three of his associates attests
to Moscow's overriding concern

with the danger:of '"revisionism"
and the lack of bloc unity on
policy toward Yugoslavia, even
at the cost of highly unfavora-
ble reactions from the free

SECRET

PART 1

OF IMMEDIATE INTEREST

Page 2 of 7

25X1

Approved For Release 2007/10/23 : CIA-RDP79-00927A001800030001-0



Approved For Release 2007/10/23 : CIA-RDP79-00927A001800030001-0

P

SECRET

e

CURRENT INTELLIGENCE WEEKLY SUMMARY

19 June 1958

world. The provocative tone of
the announcement has signaled
harsher internal policies, in-
cluding suppression of remaining
traces of 'revisionist" activi-
ty and any factionalism within
the satellite parties. The ac-
tual date of the trial and
execution of Nagy was not dis-
closed.

Nagy is accused of active-
ly cooperating with the "im-
perialists" to bring about an
"armed counterrevolutionary up-
rising aimed at the overthrow
of the legal order." Specific
acts of conspiracy which alleg-
edly occurred long before the
revolution are detailed, al-
though they are tailored to
avoid implicating Hungarian par-
ty leader Janos Kadar, who co-
operated closely with Nagy un-
til the final days of the up-
rising. The career of Nagy is
described as proof that '"re-
visionism and bourgeois nation-
alism" lead inevitably to trea-
son--a clear warning to Gomulka
and any potential Gomulkas that
such internal tendencies can
have only one outcome. Nagy
is charged, among other offenses,
with "annihilating' the Warsaw
Pact, restoring the multi-
party ::system, . and ‘'illegal=
ly rehabilitating Cardinal
Mindszenty.

The American Legation re-
ports the Hungarian people re-
ceived the news of the execu-
tions with, "stunned silence,”
anger, and,in some cases, tears.
They will certainly draw a par-
allel between Nagy's death sen-

tence and Rakosi's execution
of Laszlo Rajk during the 1949
Coninform campaign against Tito
and the reign of terror which
ensued. These death sentences
will probably be followed by
announcement of heavy sentences
on other leading members of the
Nagy group and members of the
revolutionary Central Workers
Council of Budapest whose fates
have not yet been revealed.

NAGY

Although Tito is not spe-
cifically attacked, many of the
charges are slanted to implicate
him in Nagy's '"treason,' as
Khrushchev did in Sofia, by ac-
cusations that the Yugoslav Em-
bassy in Budapest--where Nagy
and many of his group took ref-
uge--supported them before, dur-
ing, and after the uuprising.
Belgrade has branded these
charges as lies and has reiter-
ated its claim that Kadar vio-
lated his written pledge not to
punish Nagy.
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The charges against Nagy
give added emphasis to the
Kremlin's recent moves to iso-
late Yugoslavia from the bloc
and counter any remaining hopes
Belgrade may have had of di-
rectly influencing East European
developments. The announcement
may also be intended to prod
Belgrade into taking the first
step toward a complete diplo-
matic rupture by withdrawing
its ambassador from Budapest,
for Moscow would prefer that
the onus for such a step fall
on Belgrade, which will inter-
pret the executions as deliber-
ately provocative.

While Kadar's position will
not be immediately threatened,
his usefulness to the Kremlin
will be greatly diminished. On
his record as a genuine Hun-
garian Communist of working-
class background and past pre-
tensions to moderation, he could
have some hope of securing a
modicum of popular toleration.
His acquiescence in Nagy's death
not only creates a chasm with

Hungarian intellectuals but

will encourage his Stalinist op-
ponents in the party to press
for much faster "Communization."
The Soviet leaders have gone out
of their way to endorse Kadar
personally, probably intend-
ing to keep him for the time
being .as’ the-best avail:ble
leader.

The haste with which sev-
eral Soviet ambassadors associ-
ated with the central committee
have returned to Moscow, and
the failure of top Soviet lead-
ers to appear in public since
12 June, make it probable that
the committee is meeting on
matters of more than routine
importance. The Soviet leaders
are facing a number of pressing
problems in the fields of satel-
lite affairs, Soviet policy to-
ward the West, and internal eco-
nomic matters. Khrushchev ap-
pears to be in a strong posi-
tion, but there are continuing

signs of crosscurrents withi
the hierarchy. 25X1

INDONESIA

The large-scale government
invasion of the North Celebes
dissident area began on 16 June.
Apparently the principal beach-
head was at Kema on the east
coast across the peninsula from

the principal port in the area,
Bitung, are now in government
hands and are beéing used as
bases for government operations.

the dissident capital of Menado.
Both the Menado ai; base and
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25X1 to the discretion of com-

manders in Java whether the
‘ban should apply to that
island. The ban in non-
Javanese areas will restrict
the . Communists' efforts to
increase their strength be-
fore the 1959 general elec-
tions, but apparently the
Communists will be free to
continue their activities in
25X1 Java, where they are already
the strongest party.

Any cabinet change ap-
pears definitely unlikely be-
fore the conclusion of the
North Celebes military cam-
paign. In the meantime, both
the National party and the
Nahdlatul Ulama are working
toward strengthening their
representation when and if
the cabinet 1s reshiuffled.
President Sukarno stated in
Surabaya on 14 June that
the present "course" of
the cabinet will not be

changed and, regarding a 25X1
reshuffle, told his audi
. ... Nasution::has:irecently to "wait and see."
banned potitical, activity in": ‘
'"restless regions," but has left 251
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CYPRUS

Cyprus remained tense as
formal announcement was made in
London on 19 June of the new
British proposals for governing
the island. This announcement
was postponed on 17 June at the
request of NATO Secretary Gen-
eral Spaak. Spaak's action was
taken in order to permit further

examination of the plan by Athens;

and Ankara to determine if tri-
partite negotiations on the ba=
sis of the proposals were pos-
sible. Turkey had previously
rejected the plan, which calls
for seven years of limited self-
government during which sover-
eignty would remain exclusively
British, although Greece and
Turkey would assist Britain in
governing the island. Athens
has not rejected the proposals
outright but has hinted that
their acceptance would be con-
ditioned on drastic revisions.
London had indicated determina-

tion to proceed eventually with
implementation of the plan re-
gardless of opposition,

The British are maintaining
relative peace on Cyprus by
strict curfews and the use of
barricades between Greek and
Turkish quarters. Meanwhile,
Greek and Turkish Cypriots con-~
tinue to move from towns where
they are in a minority into
towns where they predominate,
These relatively minor movements,
however, are of little signifi-
cance for any plans involving
possible formal partition, as
Greek and Turkish communities
are closely intermingled through-
out the island.

EOKA, quiet during recent
communal clashes, warns that
its forces are ready and that
further provocations will send
them into action. Should the
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new British proposals finally

be rejected by all parties and
casualties be inflicted on Brit-
ish forces on Cyprus during out-
breaks of violence, there will
be an increasing public demand
in Britain for withdrawal from
the island--or at least a fall-
ing back to base enclaves.

Greek government and public
reaction to recent events has
been intense, with Turkey being
denounced for initiating the re-
cent riots on Cyprus, Britain
for condoning Turkish-Cypriot
attacks, and the United States
for failing to support the Greek
demand for Cypriot self-determi-
nation. At one point, Premier
Karamanlis threatened to resign,
citing failure o6f his pro-West-
ern policies. He was persuaded
by the King :to carry con, "at
least temporarily. Bitter feel-
ing toward Turkey was partly re-
sponsible for the withdrawal of

Greek personnel from the NATO
pbase at Izmir. Attacks on the
Greek minority in Turkey would
probably lead to a break in re-
lations, retaliation against the
Turkish minority in Greece, and
possible withdrawal of Greece
from NATO.

The Turkish public and
press, encouraged by government-
sponsored mass meetings, contin-
ue to demand "partition or death.”
Volunteers are being recruited
to aid the Cypriot Turks, but
reconnaissance of the southern
Turkish coast reveals no unusual
activity at this time. Ankara's
campaign regarding Cyprus 1is
partly an attempt to divert
public attention from the de-
teriorating economic situation
but also reflects the gov-
ernment's

adamant stand in
(taygrofpartﬁtion- Tf::::::::::: 25X1

25X1
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PART 11

NOTES AND COMMENTS

FRANCE

De Gaulle's Program
In Algeria, De Gaulle ap~
parently hopes to put the army
in complete control of the ad-
ministration. General Salan
on 17 June was formally installed
as delegate .general, and
army officers are being appoint-
ed to replace most of the pre-
fects. De Gaulle reportedly
believes the army is more mod-
erate and tractable than the
civilian elements of the All-
Algeria Committee of Public
Safety. Once the army's posi-
tion in Algeria is assured, he
intends to proceed with local
elections for representatives
with whom he hopes he can ne-
gotiate a definite Algerian
settlement.

Public confidence in De
Gaulle's leadership was indi-
cated by the favorable response
to the loan launched on 17 June
and by the enthusiasm displayed
for the festivities on the 18
June anniversary of De Gaulle's
1940 assumption of leadership.
The new 3.5-percent bond issue,
which is tax free and pegged to
the price of gold, has already
resulted in a moderate strength-
ening of the franc.

Counterdemonstrations to
De Gaulle's anniversary cele-
bration called for by the Com-
munists and by right-wing ex-
tremists appear to have evoked
little response, although a few
minor clashes between these
groups were reported, including
one in Paris.

De Gaulle plans to send
his four ministers of state on
good-will tours to explain his
intentions to the overseas ter-
ritories and to France's allies.
Guy Mollet, for example, plans

to visit the United States in
July. Some speculation will
probably be aroused if De Gaulle
sends these four out of the
country in the near future.

They are the major political
leaders in his cabinet, which

is remarkable for the large
number of civil servants and
relatively obscure parliamentary
figures it includes.

Meanwhile, the various po-
litical parties are giving in-
creasing attention to their fu-
ture, in anticipation of elec-
tions likely to be held this
fall if constitutional revision
is pushed through on schedule.
Many political leaders also ex-
pect a new electoral law which
would oblige the small parties
to unite if they hope to be rep-
resented in Parliament. For
this reason and because of in-
ternal party cleavages over sup-
port of De Gaulle, extensive
political regrouping, especially
in the center, is expected in
the next few months.

North Africa

French relations with North
Africa should improve, at least
temporarily, with the partial
withdrawal of French military
forces from Tunisia and Morocco.
Both North African governments
will continue, however, to press
for total evacuation. The French-

Tunisian agreement signed on 17

June apparently provides for the
staged evacuation of approxi-
mately 9,000 men--all troops out-
side the Bizerte base--over &
four-month period.

Some 13,000 troops will re-
main at Bizerte pending the ne~
gotiation of a provisional
status for that base, after the
phased evacuation is completed.
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The 17 June agreement has re-
lieved the tense situation which
developed following the French
bombing on 8 February of the
Tunisian village of Sakiet Sidi
Youssef, and apparently there
will be no further UN Security
Council consideration of the
dispute. New difficulties may
arise as the evacuation pro-
ceeds and during the Bizerte
negotiations.

|[France

would regroup several thousand
French troops from ten small
posts in eastern and southern
Morocco. The more important
French military establishments,
such as that at Oujda, are not
affected, and Morocco will con-
tinue to press for the evacua-
tion of all 30,000 French ground
troops. When negotiations be-
gin on the status of the French

naval and air force units--com-
prising some 16,000 men--Moroc-
co will insist that France rec-
ognize its sovereign right to
demand their eventual evacua-
tion.

New difficulties with
France may also result from dis-
cussions between Moroccan, Al-
gerian, and Tunisian political
party leaders which began in
Tunis on 17 June and which are
being held concurrently with a
Moroccan-Tunisian governmentil-
level conference. The Algerian
National Liberation Front prob-
ably is pressing for increased
Moroccan and Tunisian assistance
--if not for recognition of an

Algerian provisional government--

while the two North African
governments may again offer
their good offices to France,
first formally extended last
November, in seeking an Algerian
settlement involving independ-
ence.(ﬁ

THE WESTERN EUROPEAN ATTITUDE TOWARD DE GAULLE

As Premier de Gaulle pre-
pares for a series of meetings
with Atlantic community states-
men, his first official moves
have reduced the alarm felt in
most Western European countries
at his accession to power.
France's European allies are
still concerned over its future
NATO role, but they generally
seem eager to cooperate with
De Gaulle, fearing the conse-
quences in France if he fails
in his present effort.

Prime Minister Macmillan,
who will visit De Gaulle in
Paris on 29 June, and Chancel-
lor Adenauer, who will see him
early in July, both hope to
satisfy themselves regarding

De Gaulle's foreign policy
views, especially as to France's
role in NATO. Macmillan will
make a particular effort to
sound out De Gaulle's attitude
on the European Free Trade Area
plan. Adenauer, although also
interested in this question,
will be more keenly concerned
with De Gaulle's position on
Continental European integra-
tion. Although De Gaulle has
stated that France will honor
all its international commit-
ments, Foreign Minister Couve
de Murville has already ex-
plained in Bonn that France's
implementation of the Common
Market treaty will depend on
its ability to set its economic
house in order.
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Leading officials of the
Common Market, EURATOM, and the
Coal-Steel Community have indi-
cated that short of an open
collision with De Gaulle, which
they do not expect, European
integration should benefit from
a stable and effective govern-
ment in France. They fear,
however, that French permanent
officials, now that they have
a nationalistic chief, may be-
come more difficult todeal with.

Officials throughout the
Bonn government, regarding main-
tenance of the hard-won French-
German friendship as a keystone
of policy, intend to be as un-
derstanding and cooperative as
possible. London has a similar
attitude.

There are indications that
the Italian Government is seri-
ously concerned over future re-
lations with France in view of
De Gaulle's reported lack of

regard for Italians. For this
reason, the Italians are under-
stood to be trying to strength-
en their already close relations
with West Germany and to build
up the Italian role in NATO.

An official in Madrid be-
lieves Spain should find it no
more difficult to get along
with De Gaulle than with the
French Socialists.

Throughout Western Europe,
informed observers agree that
if De Gaulle does not succeed
in his present effort, power in
France is likely to shift to an
extreme, either left or right,
with greatly intensified dif-
ficulties for the West as a
whole. They tend to believe
also that De Gaulle's success
depends on his ability to solve
the Algerian problem, and on

this sc -
guine.

FRENCH COMMUNISTS AND DE GAULLE

The French Communist party
(PCF), which hopes eventually
to head a popular-front govern-
ment, has apparently decided
to use only legal means to op-
pose De Gaulle until his pro-
gram has become dlear. Recent
extreme rightist attacks on
France's parliamentary system,
such as those by Air General
Chassin, Pierre Poujade, and
Leon Delbecque, who originally
supported De Gaulle's accession
to power, have given the PCF a
fresh opportunity to pose as
champions of the republic and
to try to woo Socialists and
other moderate left and center
elements.

The PCF has been handi-
capped in its anti-De Gaulle
tactics by fear of alienating
the non-Communist elements it
hopes to attract into a popular

front and by reported apathy
among its rank and file. Many
party members share the general
public sentiment of "giving De
Gualle a chance" to Solve
France's problems. Moscow's
cautious attitude toward De
Gaulle also has impeded the PCF
leadership's efforts to rally
enthusiasm for its opposition
tactics.

The official PCF position
was expressed in a politburo
declaration of 4 June announcing
a ""new stage in combat for the
republic." This was expanded
in an interview PCF 1leader
Jacques Duclos gave to the for-
eign Communist press on 6 June
in which, for the first time,
he charged De Gaulle personally
with attempting to impose a
fascist dictatorship. This was
first printed on 7 June in the
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Italian Communist daily L'Unita,
and was reprinted in Pravda on
10 June. The French party's
central committee reiterated
Duclos' line in a 11 June state-
ment., Pravda's republication
assured the PCF of Moscow's
overt endorsement of the pres-
ent stand of the French Commu-
nists.

Judging from a recent PCF
central committee communiqué,
the party's major effort in the
next few months will be directed
toward organizing so-called re-
public defense committees to
get out a large vote against
De Gaulle's constitutional re-

visions in the 5 October refer-
endum.

25X1

is 25X1

Iong as it can count only on

its own resources, the PCF is
unlikely to go beyond scattered
acts of sabotage by hard-core
militants. If the non-Commu-
nist left becomes alarmed over
rightist activities, however,

or if De Gaulle presents an eco-
nomic retrenchment program which
would arouse massive labor dis-
satisfaction, the Communist po-
tential for violence would be

F&ngggihgngdgcgnsﬁderably.
25X1
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SOVIET DISARMAMENT AND SUMMIT TACTICS

In an aide-memoire of 13
June, the USSR agreed that tech-
nical talks on nuclear test sus-
pension controls should start
on 1 July in Geneva even though
there is still disagreement on
the procedures and objectives
of the talks. Soviet publica-
tion of Khrushchev's 11 June
letter and the 5 May summit
agenda proposals, on the other
hand, suggests that Moscow,
anxious to expedite a summit
meeting, is impatient with the
ambassadorial talks in Moscow
and is seeking to transfer them
to the foreign ministerial level,
the next stage demanded by the
West.

Moscow noted in its aide-
memoire that it "proceeds from
the assumption" that conclusion

of the experts' work will result
in "agreement on the suspension
of nuclear weapons tests." The
United States has firmly re-
served its right to keep such a
political decision independent
of the outcome of technical
talks. The USSR had consistent-
ly maintained that the parties
should agree in principle to
stop tests before holding tech-
nical talks. Now it claims that
test suspension should ensue
from the technical agreement as
a matter of course.

Moscow is seeking to use
the presence of Polish and Czech
technical experts at the forth-
coming Geneva talks to estab-
lish a precedent for insisting
on parity of representation at
a summit conference and is making
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this point in its propaganda

on the technical talks. The
aide-memoire sought to create
the impression that there would
be six separate national dele-
gations at the talks rather
than two panels of experts.

A Soviet delegate to the
UN twice has indicated pessi-
mism to American officials a-
bout the prospects for agree-
ment on the technical questions
of control and has warned Wash-
ington not to make '"unrealistic"
demands that Moscow cannot ac-
cept. He urged a minimum of
control measures and expressed
the opinion that the United
States would demand more in-
spection posts and a greater
degree of mobility for inspec-
tors than the USSR could accept.

Soviet insistence on agree-
ment by the experts within three
or four weeks thus creates
doubts that the USSR expects
any agreement to result from
the talks at all. It may break
them off after a month, charging
that the American proposals are
"unrealistic,” and again demand

that the summit conferees agree
on test suspension before further
technical talks.

This is the pattern the
USSR already seems to be follow-
ing with regard to the ambassa-
dorial talks. Not only does
Khrushchev's 11 June letter to
President Eisenhower seek to
shift the blame to the West for
delaying progress toward a
summit meeting, but it appears
to be setting the stage for a
Soviet demand that the talks--
which they allege to be a de-
laying device--be superseded by
a foreign ministers' meeting.
For this purpose, Khrushchev's
letter suggests, the USSR would
probably be willing to consider
any Western-proposed agenda item
except Eastern Europe and German
unification.

The USSR has been consist-
ently firm in its opposition to
discussing Eastern Europe and is
likely to grow even more adamant
if it has to impose stricter con-
trols on the satellites in the
wake of Imre Nagy's execution,

ULBRICHT FACES HOSTILE PARTY AS CONGRESS APPROACHES

As the East German Commu-
nist party prepares for its
fifth congress, to be held from
10 to 16 July, First Secretary
Ulbricht faces substantial
factional opposition, which
appears to be growing. In what
is probably the most difficult
time in his turbulent career as
a Communist intriguer and Soviet
agent, the dictator must attempt
to present to the world a solid
facade of unity where none ex-
ists. He must make unmistak-
ably clear to the East German
masses who oppose his rule that
there is no course for them but
conformity, at the same time
avoiding measures so harsh as
to lead to revolt based on
desperation.

The principal issue rally-
ing party opposition to Ulbricht
is the purge of former party
secretary Schirdewan, who is
popular in party circles and
regarded by many as the German
Gomulka. This issue has be-
come the focal point of the op-~
position to Ulbricht that has
been building up through the
years throughout the party.

the continuing controversy over
Schirdewan's purge has forced
the Berlin party organization
to postpone its conference to
choose delegates to the top-
level conclave. The opposition
appears to be increasing and
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now apparently even involves to reconsider its present policy
Erich Apel, the man Ulbricht of supporting him. Ulbricht
brought into the party after will probably attempt to strength-
the Schirdewan purge as a en his hand through changes in the
special economic administrator central committee, which will

in the politburo to tighten his
control over the economy.

Ulbricht probably fears
that the dispute will erupt at
the congress and demonstrate
to an embarrassing degree the
extent to which party members
oppose him. Other issues on
which the party opposes Ulbricht
stem from dissatisfaction with
his economic program and antag-
onism toward his arrogance and
dictatorial behavior.

ULBRICHT

probably be announced at the

congress. In any event, some
effort may be made to create

the appearance of collective

rule in East Germany.

While continuing to main-
tain full control, Ulbricht
might share the limelight with
figures such as Deputy Premier
Rau, a relatively popular Commu-
nist who was chosen to deliver
the politburo report to the 36th

SCHIRDEWAN plenum on 10 June. Such ges-
o “ R tures, however, would only be
If Ulbricht's rule were window dressing and probably
to become ineffective and he would not alter high-level party
were to lose control of his opposition to Ulbricht's policies.
party, the Kremlin would have ‘ 25X1

EAST GERMANY PRESSES FOR RECOGNITION

East Germany, in its nego- whose helicopter was forced
tiations with Bonn over the down in its territory on 7 June,
barge traffic tax and with the is pressing for recognition of
United States for the release its sovereignty. The East Ger-
of American military personnel mans believe that if they gain
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their willingness to
release the American
personnel to official
State Department rep-
resentatives . follow-~
ing signing of a pro-
tocol between the two
countries. The Ul-
bricht regime sees in
this incident an op-
portunity to force the
United States into
action which could be
construed as recogni-
tion of its control
over the territory of
the Soviet Occupation
Zone.

The East Germans
would regartt direct ne-
gotiations with the

N United States as a
WalkenrieTa, ™ precedent for actions
—~ that could imperil
\“_ , | Allied communications
Herleshausen€ wartha . : lines between West
2 i S, /§| Germany and Berlin.

Gerstunge ;, g The first step might

« be an announcement by
( Probitaeliad - the Russians that they
g LU W were turning over to
s Yy 8 y(CzeEcHOSLOVAKIA| the East Germans the
//’ function of checking
the documentation of
WEST GERMANY — BERLIN Allied travelers on
COMMUNICATION ROUTES the access routes.
West German === Autobahn === Highway East German Harassment of Allied
checkpoints: ++ Railroad checkpoints: traffic might then
& Railroad A Railroad follow, possibly lead-
a Highway o miLes 100 = Highway ing to a demand that
¢ > L . ! the Allies negotiate
25X1 24814 \ \ an agreement with East
Germany covering Berlin
their point in these matters, travel or face the possibility of
they will have strengthened having access to Berlin cut off
their position for further ef- . .| entirely.
forts to gain recognition by
non-Communist countries. In Bonn is also under pressure
support of East Germany, the to deal with the East Germans on
USSR has refused to handle the a governmental level. In the
question of the Americans talks on the tax imposed by East
through the normal military Germany on West German barges
liaison channels. transiting East Germany to Berlin,
Bonnr has already made a major
The East Germans, attempt- concession by allowing a high-
ing to capitalize on the heli- ranking Transport Ministry offi-

“copter incident, have indicated cial to negotiate with the East
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Germans, but the East German
representatives are demanding
discussions on a higher level.

Bonn is also under in-
creasing pressure domestically,
particularly from the opposi-
tion Social Democratic party
(sPD), to soften its whole po-
sition on dealing with the East
Germans., SPD leader Catrlo Schmid

declared on the fifth anniver-
sary of the 17 June uprising

in East Germany, "If the United
States is prepared to negoti-
ate for the shke of nine stray
airmen, we can certainly do
the same for the sake of
17,000,000 persons.... Nego-
tiations can be conducted
with a de facto. power."

EXPANSION OF SOVIET INTERNATIONAL AIR RELATIONS

Expansion of Soviet in-
ternational commercial air
ties as part of the Soviet eco-
nomic offensive abroad is
being acoompanied by a compre-
hensive program to modernize
Aeroflot--the Soviet airline.
Since the flight of a Soviet
commercial jet transport--the
TU-104--to London in early
1956, four new-type turbine-
powered aircraft have been
unveiled, suggesting that

Soviet air carriers are being
readied for a major interna-
tional role.

Along with the moderniza-
tion of aircraft, Moscow is
trying to expand its interna-
tional air network in Western
Europe, the Middle East, and
Asia. Since 1955 the USSR has
concluded civil air agreements
with 11 countries outside the
bloc, most recently with the

{
SOVIET AIR ROUTES TO THE FREE WORLD

———— Under negotiation

Under existing agreements

30026 ‘ ‘

-------- Proposed

—JUNE 1958

o 53
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Netherlands, and an agreement
is expected to be signed soon
with France. Increased Soviet
political and economic activity
in the Middle East has included
attempts to establish direct
air connections with Tehran,
Cairo, Damascus, and Beirut,
all of which lie on major air
routes between Europe and Asia,
but the USSR has thus far been
stymied by the refusal of
Greece to permit Soviet air-
craft to overfly its territory
regularly.

The sale of Soviet aircraft
to foreign airlines on attrac-
tive terms may also cut deeply
into a field formerly the West's
ailone. To gain its commercial
air objectives, the USSR relies
exclusively on bilateral agree-
ments and will continue to do
so, at least until its air re-
lations with peripheral coun-

tries in Western Europe, Asia,
and the Far East are stabilized.
It does not participate in such
organizations as the Interna-
tional Civil Air Organization
or the International Air Trans-
port Association.

In the past Moscow had of-
fered the TU-104 to nations with
which it was negotiating civil
air agreements. Recently, how-
ever, the Soviet Ministry of
Foreign Trade listed the IL-18
"Moskva," which is not yet in
service, as being available for
export at a price of only $1,-
900,000, The USSR lies astride
the shortest great-circle route
between Western Europe and the
Far East and can offer tramsit
rights on a direct London-Tokyo
route in exchange for air rights
concessions in such countries

reat Britain and Japan.
(Prepared by ORR)

BULGARIA'S SEVENTH PARTY CONGRESS

The seventh congress of
the Bulgarian Communist party
from 2 to 7 June was marked by
extraordinary praise from Soviet
party First Secretary Khrushchev
for the Bulgarian party and its
leadership. The congress heard
an announcement that "socialism"
had been achieved in Bulgaria,
but leaders denied Lthat the
country had begun the "transi-
tion from socialism to Commu-
nism" since "socialist democra-
tization"--i.e., political and
economic decentralization and
further industrialization--was
necessary before the new phase
could be entered.

In the economic field, the
party leadership announced its
intention to decentralize the
economy. Judging from state-
ments by party chief Zhivkov
and Premier Yugov, as well as
earlier reports, the Bulgarian
version will include some prin-
ciples common to similar pro-
grams of the USSR and the north-
ern satellites--reductions in
force for the central bureauc-
racy, deployment of operational

control downward in the economic
structure, introduction of in-
creased incentives, and greater
concentration on long-term plan-
ning within central government
offices.

Another important economic
policy enunciated at the congress
was that the country would con-
tinue its rapid expansion of in-
dustry, particularly the mining,
metallurgical, and chemical in-
dustries. According to the Third
Five-Year Plan (1958-62), output
of producer and consumer goods
is to rise 77 and 50 percent re-
spectively by 1962, whereas
agricultural production by that
time is to reach only the goal
originally scheduled for 1957,
which was considerably underful-
filled. No mention was made of
Bulgaria's unemployed, who con-
stitute as much as 12 percent of
the nonagricultural labor force
and pose an as yet insoluble
problem for the regime.

Personnel changes made
during and after the congress
were a part of the process of
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decentralization,

and do not indicate
a shift of power -
within the compact
Bulgarian leadership.
The central committee
was enlarged from 65
to 89 members and
from 25 to 48 candi~
date members--al-
most all the former
candidate members
being promoted to
full status. The
promotions to the
central committee
were almost all of
provincial party or
second-level govern-

N\

AN ‘

mental officials, \%{ N \§
" MMM

thus emabling the §§§§@§§§

regime to advance
capable, experienced
men without having

to purge old party
hands. The politburo
members, with the exception of
candidate member and Minister
of Defense Petur Panchevski,
were all re-elected. The re-
moval of one and the appoint-
ment of two new party secre-
taries continued the trend

to admit the new generation
into the highest leadership
circles.

1952

80616 2

Panchevski was removed
apparently because some limited

INDUSTRY

\ A
\\\

1957

* APPROXIMATE FIGURES DERIVED FROM
ANNOUNCED PERCENTAGE INCREASES

BULGARIA:

GROSS PRODUCTION AT END OF FIVE-YEAR PLANS
ACTUAL 1952 PRODUCTION =100

[Jran
Y AcTual

282"

AGRICULTURE

1962

]

19 JUNE 1958

1962 1952

factionalism arose in the army
during his eight-year tenure
in the defense post.
however, was retained on the
central committee. Politburo
member Vulko Chervenkov was
replaced as minister of educa-
tion and culture by a party
hack, apparently to permit him
as deputy premier to concen-
trate on high level vern-
ment work.

Panchevski,

(Prepared jointly with ORR)

PEIPIﬁG'S CLAIMS REGARDING NUCLEAR WEAPONS AND SPUTNIK

Chinese Communist spokes-
men within the past six weeks
have declared that China may
consider obtaining nuclear
weapons and will "in the near
future"” launch an earth satel-
lite. The primary purpose of
these statements was probably
to discourage establishment of
nuclear bases in peripheral
areas in the Far East.

Foreign Minister Chen Yi
stated on 10 May that if the

United States should station
long-range atomic weapons in
Asia, Communist China would
have to consider the question

of obtaining its own supply of
atomic arms. This was the

first public intimation that an
understanding with the USSR may
have been reached on the sub-
ject of nuclear weapons deliver-
ies to Communist China. Peiping
has no nuclear production capa-
bility of its own, but the

USSR could introduce nuclear
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weapons into China, retaining
control over their use.

Kuo Mo~jo, president of
the Chinese Academy of Sciences,
stated on 16 May that Peiping's
scientists are studying Soviet
science and technology so that
"a Chinese sputnik” can be
launched "in the near future."
Communist China presently has
no capability to orbit an earth
satellite but, with Soviet as-
sistance could probably do so
within a year or two.

If desired, possibly for
the psychological effect, the
Soviet Union could, with nominal
Chinese participation, launch a
satellite from Chinese territory
within some six months. Soviet
700-mile-range ballistic mis-
siles fitted with two addition-
al rocket stages could be trans-
ported to China and fired from
previously prepared sites to
orbit a 500-pound satellite.
Construction of a launching in-
stallation is not known to be
under way in China, however.

25X1

(Concurred in

by OST)

25X1

PEIPING REFUSES TO SOFTEN STAND TOWARD TOKYO

Communist China's refusal
last week to renew the Sino-
Japanese fishery agreement which
expired on 12 June is the latest
action of a series designed to
increase domestic pressure on
Japanese Prime Minister Kishi
to effect a rapprochement be-
tween Peiping and Tokyo. The
Chinese are implying that the
Kishi government must take the
initiative to bring about a re-
sumption of trade and other
contacts.

Chinese refusal to renew
the fishing agreement foreshad-
ows further harassment and sei-
zure of Japanese fishing vessels
in the East China Sea. Prior
to the conclusion of the agree-
ment in April 1955, 158 fishing

vessels had been captured by

the Chinese Communists. There
were no further seizures there-
after until the capture of 14
Japanese trawlers on 6 May of
this year--an action which was
accompanied by Communist charges
that the Japanese fishermen had
violated the agreement. For

the present, the Japanese plan
to continue fishing in the areas
covered by the agreement, still
observing applicable restric-
tions.

The Chinese are concentrat-
ing their propaganda attack on
Kishi personally, whom they
accuse of wrecking Sino-Japanese
economic cooperation by his re-
fusal to recognize Peiping's
"right" to fly its national flag
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over a projected trade mission
in Tokyo. They recently de-
nounced as a "shameless fabri-
cation" Japanese reports that
Peiping had hinted at a possi-
ble resumption of trade. The
Chinese seem hopeful that the
pinch of their economic embargo
will heighten the pressure of
Japanese business interests on
Kishi to take the first steps
toward eventual recognition of
the Peiping regime. The Amer-
ican Embassy in Tokyo reports
that the economic situation of
medium and small Japanese firms
that are dependent on trade
with the China mainland is be-
coming desperate.

Kishi, under continuing

pressure from local business

NEW JAPANESE

The speed and decisiveness
with which Prime Minister Kishi
formed his new cabinet following
the recent Japanese elections
suggest an increased ability to
control the competing factions
in his ruling Liberal-Democratic
party. Business interests have
welcomed the new cabinet as
likely to be one of the most
stable in years. In announcing
his policies, Kishi told the
press he would seek to expand
trade with the Communist bloc
but would continue to cooperate
with the free world.

The appointment as direc-
tor of the Defense Agency of
Gisen Sato, a Buddhist priest
who had been slated for a minor
cabinet post, raises the ques-
tion of how seriously the gov-
ernment . will view the issue of
rearmament., Hayato Ikeda, who
has been a strong rival to Kishi
within the ruling party, refused
the Defense Agency post, and
was appointed minister without
portfolio.

Kishi has placed his clos-
est supporters in the key
posts of foreign affairs, fi-
nance, justice, and agriculture

and forestry. While he has

interests, will probably extend
government approval to essential
commercial agreements with Com-
munist China in such matters as
trade, fishing, and postal rela-
tions. The recent elections,
however, endorse Kishi's firm
stand against granting quasi-
diplomatic rights tantamount

to de facto recognition. The new
minister of international trade
and industry, a long-time ad-
vocate of closer ties with the
Communist bloc, said on 16 June
he would cooperate with the So-
cialist party and orivate Japa-
nese organizations on measures

to resume trade relations with
the’China matnland. T

CABINET

included influential factional
leaders in the cabinet and in
party posts, they will be in
positions limiting their oppor-
tunities to hamper his policies,
and he apparently hopes to en-
sure their cooperation by in-
cluding themin an "inner cab-
inet."” Kishi also consolidated
his control over the Diet by
assigning members of his party
as chairmen of all standing com~
mittees. Five chairmanships
formerly had been held by So-
cialists.

Foreign Minister Aiichiro
Fujiyama is the only former
cabinet member to retain the
same post. Kishi's brother,
political leader Eisaku Sato,as
the new finance minister prob-
‘ably will reverse the normally
reactionary approach of his min-
istry to such government programs
as Southeast Asian economic de-
velopment. .

The appointment of Tatsu-
nosuke Takasaki, an advocate of
closer ties with the Communist
bloc, as minister of internation-
al trade and industry underlines
the Japanese desire to solve the
trade impasse with Communist
China. |
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CONSERVATIVES MERGE IN LAOS

Immediate prospects for
preventing further political
gains by the Communists in Laos
have brightened as a result of
the recent merger of the coun-
try's two major conservative
parties--the Nationalists and
Independents--into a single
new party. The new grouping,
known as the '"Rally of the Lao
People" and headed by Premier
Souvanna Phouma, has sufficient
votes in the National Assembly
to form a new government ex-
cluding Communist elements.

The new party, however, will
have to speed government re-
forms and gain grass-roots sup-
port prior to the general elec-
tions in late 1959 or early
1960, in which the Communist
Neo Lao Hak Zat party (NLHZ)
threatens to take control of
the government by democratic
means.

The merger, reached on
13 June, came after weeks of
intensive negotiations among
conservative leaders which re-
vealed the continuation of the
personal rivalries that have
heretofore seriously hampered
anti-Communist efforts in Laos.
With an opportunistic eye on
the future, the smaller non-
Communist groups represented
in the assembly--the National
Union and Democratic parties--
have chosen to retain their in-
dividual identity, although
they have indicated they would
generally support the conserva-
tives., The future role of the
seven-man Santiphab group,
which collaborated closely

with the NLHZ in the 4 May sup-
plementary electiomns, is still
unclear,

The conservative bloc hopes
to form a new government by 25
June, replacing the temporary
coalition cabinet, including
two NLHZ members, that was
formed at the time the Commu-
nist Pathet Lao was integrated
last November., After valida-
tion by the assembly of the
newly elected deputies and
resignation of the present gov-
ernment, Souvanna Phouma is
expected to be reinstated as
premier in an all-rightist cab-
inet. The compelling factor
behind the accelerated pace of
the conservative leaders in
these moves is the realization
that firm steps toward monetary
reform must be taken by the
end of the month to avoid inter-
ruption of American economic
aid to Laos.

The Laotian Communists have
thus far not reacted to comnserva-
tive plans to exclude them from
office. They may feel that
playing an active opposition
role in the assembly as self-
styled "champions of the people"
will benefit them more in the
long run than minimal participa-
tion in the next administration.
In any event, with their clan-
destine assets and a strong
party organization extending
down to the village level, the
Communists are in a good posi-
tion to frustrate constructive
actions taken by a new govern-
ment,

CAMBODIAN - SOUTH VIETNAMESE RELATIONS

The chronic poor relations
between South Vietnam and Cam-
bodia have been newly strained
by a recent border incident.
Apparently the most serious in
a long history of border dis-
putes, this latest incident

involves a reported two-mile
incursion and subsequent reloca-
tion of frontier markers by
Cambodian troops in the Pleiku
area of central Vietnam. This
action reportedly was preceded
by Cambodian mortar fire against
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Vietnamese paramilitary ele-
ments in the area.

The basic cause of the
animosity between South Viet-
nam and Cambodia lies in the
traditional antipathy of the
two races, aggravated by a
sharp personality clash be-
tween their present leaders,
President Ngo Dinh Diem and
Crown Prince Sihanouk, The
divergent paths taken by the
two countries since independ-
ence in 1954 have added to the

provinces have been frustrated
by the ease with which Commu-
nist and other dissident ele-
ments slip into Cambodian ter-
ritory for sanctuary when hard
pressed, Vietnam, which is
convinced Cambodia deliberately
abets these elements, on occa-
sion has sent its forces across
the border in "hot'" pursuit, en-
gendering strong Cambodian
protests. The poorly defined
and, in part, disputed bound-
aries are a complicating factor.
This territorial dispute extends
“to séveral small is-
lands in the Gulf of

,THAIL:AND»‘.‘ : }
) //—""‘n-\_nr«»’:»""“k\‘,ﬁ ;

Preiku

D) R

N
Koatum
“Ares of reported Lambodian incursion
s

\%Mm ' elements have been

Siam, where clashes
between Vietnamese
and Cambodian naval

only narrowly averted
in the past.

Intermittent ef-
forts by the two coun-
tries to come to some
agreement have at
times appeared on the
verge of success, on-
ly to founder in a

== Selected road
~+—+ Selected railroad
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new welter of recrim-
inations. In its ef-
forts to gain Cambo-
dian cooperation, the
Diem government has
vacillated between a
.conciliatory and a

friction, Militantly anti-
Communist, South Vietnam feels
its security is threatened by
Cambodia's neutralist policy
and close relations with the
Sino-Soviet bloc. The recent
Communist electoral gains in
Laos, South Vietnam's other
neighbor to the west, has in-
creased Saigon's apprehension
over encirclement. Cambodia,
for its part, resents what it
considers alcalculated canm-
paign of hayassment by its
more powerful neighbor to force
abandonment of its neutrality.

Vietnam's efforts to com-
bat terrorism in its western

hard approach.

Cambodia, meanwhile, has
compiled a growing list of com-
plaints against Saigon, includ-
ing charges of maltreatment of
the Cambodian minority in Viet-
nam and illegal interference
with Cambodian shipping on the
Mekong River, It threatens to
take its grievances to the
United Nations. The continued
feuding between the two coun-
tries, both of which receive
American economic and military
aid, has detracted from their in-
dividual efforts to combat in-
ternal Communist subversion and
is preventing a united front
against Communism in the area.
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SINGAPORE'S INDEPENDENCE

The British Colonial Office
and Singapore delegates on 27
May announced in London full
agreement on the substance of
a constitution for the:state
of Singapore, which will become
independent in early 1959. A
new legislative assembly, to be
elected in February or March,
will control all domestic mat-
ters, while Britdain will retain
control over defense and foreign
relations. London also retains
the authority to suspend the
constitution if it feels ad-
verse 1local conditions endan-
ger British interests.

Pro-Communist labor unions,
student associations, and po-
litical organizations are par-
ticularly strong in Singapore,
and there is grave danger that
left-wing groups will soon con-
trol the new state government--
as they already control the
Singapore city council.

Both British officials and
moderate leaders of the Singa-
pore Labor Front party fear that
the Communist-influenced Peo-
ple's Action party (PAP) and
Workers' party are likely to
win the first postindependence
elections, and they are taking
steps to bolster the conserva-
tives. They attempted to limit
the PAP's criticism of the new
constitution by permitting its
leader, Lee Kwan Yew, to serve
as the main Singapore spokesman
at the constitutional confer-
ence, thus to bear partial re-
sponsibility for it. British
officials assumed the onus of
banning known subversives from

running for the legislature.

The February or March date for
the elections appears intended
to give Singapore conservatives
time to recover from the leftist
victories in the December 1957
city council elections. A pro-
posed compulsory voting act
would bring ordinarily apathetic
moderates to the polls, where

it is hoped they will support
the conservatives,

Singapore's greatest long-
range problems are economic and
tend to play into the hands of
the leftists. As an entrepot,
the port is threatened with de-
cay as Indonesia, Malaya, and
other areas increase direct
shipping. In addition, Singa-
pore is overcrowded with a grow-
ing Chinese population and has
neither the industrial base nor
the food resources to support
itself. Conservative European
firms already are cutting down
their business activities in
order to reduce 1losses in
the event of a leftist take-
over,

Independence is not ex-
pected to bring a closer
relationship between Singa-
pore and the Federation of
Malaya, as the Malayan Gov-
ernment fears Singapore's
Chinese population would up-
set the Malay-Chinese bal-
ance in the federation. A
leftist victory in Singa-
pore, moreover, would in-
crease Kuala Lumpur's skepti-

cism {914451gzang;giggwstabili-
ity. 25X1

THE ARGENTINE PRESIDENT'S PROBLEMS

25X1

Moderate elements in Argen- matched by an equally impressive
tina are concerned because Pres- attack on the nation's economic
ident Frondizi's priority at- ~ crisis. |
tention to political amnesty
for the Peronistas has not been
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Frondizi inherited complex
political and economic problems
which are not easily separated.
He felt it politically necessary
to tackle first the problem of
appeasing the Peronistas through
an amnesty bill and the demands
of economic nationalists by re-
affirming that the government
would retain control over petro-
leum resources. With this ap-
proach, he probably hopes to
undercut anticipated criticism
of later measures needed for
economic rehabilitation. The
way Peronista and nationalist
propaganda has capitalized on
these moves, however, has raised
doubts, especially among con-
servative military elements, as
to whether Frondizi has the
firmness to take the steps nec-
essary for economic reform.

The

majority of the military, al-
though determined to prevent a

BOLIVIA'S STABILIZATION

Bolivia's US-backed eco-
nomic stabilization program,
already encountering financial
difficulties from the severe
fall in world metal prices,
faces a new political threat in
the recent election of Senate
President Alvarez Plata as head
of the National Political Com-
mittee (CPN) of the governing
Nationalist Revolutionary Move-

ment (MNR) over the opposition

revival of Peronista influence,
favor giving Frondizi a chance
to prove himself.

There are indications
Frondizi may soon announce new
steps regarding foreign partici-
pation in petroleum development.
This is considered a key factor
in economic recovery, since Ar-
gentina's petroleum imports
have constantly increased--cost-
ing $270,000,000 in 1957--while
its gold and foreign exchange
reserves have dwindled, reaching
$236,300,000 as of 31 May 1958.
The government accepted on 18
June a Soviet tender to supply
some 7,266,000 barrels of crude
0oil. worth $15(,860,000 FOB Black
Sea ports, which presumably
could be paid for by Argentine
exports of agricultural products
under the 1953 trade agreement.

The Argentine Foreign Min-
istry informed the American Em-
bassy on 14 June it was re-
questing the International Mon-

etary Fund to send a tech-
nical mission to Argentina in
July to begin preliminary

studies 1leading to the con-
clusion of a financial agree-
ment. The ministry may re-
gard this as a prelude to

a request n -
sistance. 25X1

PROGRAM THREATENED

of President Siles. During the
past six months, Alvarez has
been increasingly identified
with the forces of leftist labor
leader Juan Lechin, principal
critic of the program. Alvarez'
election strongly suggests that
former President Paz, who re-
turned from abroad on 14 May,

is aligning himself with and
has given new strength to the
Lechin faction of the MNR.
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The anti-Siles complexion
of the CPN has additional im-
portance, since Siles is re-
ported to have said that the
CPN will select the MNR's candi-
dates for the congressional
elections on 20 July. Most MNR
candidates are assured of vic-
tory; the party polled 82 per-
cent of the vote in the 1956
election.

Under the stabilization
program--which began in Decem-
ber 1956 with $25,000,000 in
backing from the United States
and the International Monetary
Fund--foreign exchange losses
were less than anticipated in
1957 but have mounted sharply
in 1958. By early June net
losses came to $13,000,000, in
comparison with $3,000,000 on
30 December 1957.

Restrictions on tin produc-
tion and the drastic drop -'in
prices of other metal exports
are causing large losses in dol-
lar income and government revew
nue. During 1958, these losses
may considerably exceed the
value of US grant aid, which is
furnishing one third of the gov-
ernment's income and one fifth
of the supply of dollars which
Bolivia requires to balance its
foreign payments.

Tension is heightened by
recurring strikes, as the work-
ers lose confidence that wage
controls will result in increased
real wages. In addition, bitter
resentment is reported in race-
conscious Santa Cruz over the
brutal tactics being used by the
Indian militia in reprisals for
the revolutionary outbreak there
on 14 May.
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PART III

PATTERNS AND PERSPECTIVES

SOVIET POLICY TOWARD SOUTH AND SOUTHEAST ASIA

Soviet tactics in South
and Southeast Asia seek to elim-
inate Western political and eco-~
nomic influence and to encourage
area governments to participate
in a loose grouping of unaligned
and uncommitted states which
might be made hostile to West-
ern policies. The USSR has de-
voted increasingly large re-
sources to a political, econom-
ic, cultural, and propaganda
campaign based on the exploita-
tion of past and present Asian.
friction with the West and on
manipulation of widespread
Asian 'desires  for  peace and
rapid economic development.

The Khrushchev-Bulganin
visit to the area in the fall
of 1955 launched a major propa-
ganda and policy campaign to
show that the Soviet policy of
rpeaceful coexistence" is not
inconsistent with Asian "neu-
tralism." The visit “led to
the conclusion of a series of
economic, technical, and cul-
tural agreements and has been
followed over the last two years
by less extensive tours by Mik-
oyan, Zhukov, and Voroshilov.
Moscow has assigned a high pri-
ority to this area, and rela-
tions have developed steadily,
with only occasional setbacks.

Political Relations

Moscow has consistently
supported Asian governments in
disputes with Western powers,
including Indonesia in its West
Irian qampaign, India. on the
question of Goa, and Ceylon on
the surrender of British bases.
The USSR has also taken sides
on the Kashmir and Pushtoonistan
disputes, backing "frieéandly"
India and Afghanistan against
pro-Western Pakistan. It has
continued to press its role as
"protector" :0of the .area by
warnings to the West against
"intervention" in Indonesia and

by using its Security Council
veto to support India in the -
Kashmir dispute. Such backing
helps to offset the damage to
Soviet prestige resulting from
Moscow's intervention in Hungary
and the present friction with
Yugoslavia.

The USSR has also contin-
ued to exploit its key role as
a cochairman for the implemen-
tation of the Geneva accords on
Indochina with the idea of count-
ering the extension of Western
influence there. Moscow has
resisted efforts to reduce the
role of the International Coantrol
Commission (ICC) in Laos, ap-
parently in the belief that such
reduction might lead to the dis-
solution of the ICC's activities
in the rest of Indochina, and an
all-out build-up of South Viet-
nam by the West.

The USSR has played on
Asian concérn over being in-
volved in a nuclear war between
East and West and on desires to
play a part in bringing about a
world detente. In this connec-
tion, it has spotlighted Soviet
disarmament '"initiatives,' in-
cluding a proposed atom-free
zone for Asia and has come out
in favor of the participation of
India and Afghanistan as '"neu-
tral" representatives at a sum-
mit conference. Moscow's warning
on 17 April to Pakistan . and
stepped-up propaganda attacks
suggest growing sensitivity to
Western security measures taken
under SEATO and the Baghdad Pact.

Moscow has attempted to ex-
ploit recent Soviet advances in
nucleonics, military technology,
and space expleration in an ef-
fort to convince both peoples
and governments of South and
Southeast Asia that the East-West
balance of power has shifted in
favor of the Sino-Soviet bloc.
Much of the area has been flooded

MECRET

CONFIDENTIAL

PART III

PATTERNS AND PERSPECTIVES
Approved For Release 2007/10/23 : CIA-RDP79-00927A001800030001-0

Page 1 of 18




25X1

Approved For Release 2007/10/23 : CIA-RDP79-00927A001800030001-0

SECRET

CURRENT INTELLIGENCE WEEKLY SUMMARY

19 June 1958

N
N F
L USSR- A
. Poland- M
Czecho.- M

Hungary- M

USSR- A
Poland: A
Czecho.- A
Rumania- A
Bulgaria- A

Diplomatic and Trade Representation
of USSR and European Satellites in
South and Southeast Asia

A Ambassador
M. Minister

CG Consui General
TR Trade Representative

18 JUNE 1958

S T0022

\ Hungery M USSR- A
Czecho.-A ‘6
Poland- A
USSR- A * PAL )
(ﬂ Czecho.- M New Delhi Ku':“aﬁu 3 Rumania-M
K Hungary-TR K“"‘EChi. Bulgaria- M
Poland- TR s D4 INDIA PAK: Hungary- TR /7
L, Caleutta (/,'
} s 1 )
N v -
USSR-CG TR - AS.Bombcy
Crecho. cG TR =" USSR-CG TR ~
> \ Czecho. CG TR f 1
Bulgaria- TR Bulgaria- TR d
/ Poland- TR \ . \ \/‘u
e Hungary- TR Madras ' %‘
Rumania- TR \ § N
N e o
77 USSR- A ! CEYLON . : A
/ AR |Co ETETIN o 4
/ Crecho.-ATR | Colombl V»"\ Czecho. TR P crecho-M /’\z\ -
i . A zecho.- >
'/ Fumaria-M Medan ~ Poland- M STS
N\
N

USSR- A
Czecho.- A
Poland- A
Bulgaria- M
Hungary- M
East Ger.-TR
Rumania- M

with brochures and newspaper
supplements featuring sputniks
and other Soviet scientific
and industrial achievements.

Diplomatic efforts in the
area have been stepped up, and
even such pro-Western states
as Thailand, Malaya, and Paki-
stan have been pressed for cul-
tural and technical exchanges
so as to break a "Western-im-
posed”" isolation from Moscow
and to open the way for the de-
velopment of more substantial
political and economic rela-
tions on both governmental and
nongovernmental’' levels. Mos-
cow has ' increased the num-
ber of its diplomatic and trade
posts, although Laos and Malaya
have rebuffed Soviet attempts
to exchange missions. A sim-
ilar increase 1in satellite
representation has. taken place.

With Nehru's visit in June
1955, the USSR initiated a se-
ries of spectacular '"Moscow

welcomes" for Asian leaders,
flattering Asian feelings of
self-importance. Moscow con-
tinues to place heavy emphasis
on the exchange of delegations
and visitors at all levels and
to court a greater Asian par- ..
ticipation: in world Communist-
front movements. The result of
the Soviet cultural offensive
in South and Southeast Asia has
added to Soviet prestige and de-
veloped a favorable climate of
opinion for Soviet policies
through the establishment of
ties with many Asian groups and
leaders.

Communist Parties

The Soviet policy of court-
ing Asian neutralism is rein-
forced, although complicated
by the fact that the strength
and influence of the local Com-~
munist parties have been in-
creased, especially in India and
Indonesia. The Communist party
of India (CPI) emerged from the
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last election as the principal
opposition to India's ruling
Congress party and took over
the government of Kerala State.
However, Moscow continues to
give high priority to maintain-
ing good relations with the
Nehru government and has main-
tained a scrupulous "hands-off"
policy regarding Kerala, al-
though hailing it as a model of
npeaceful coexistence.”

The USSR has supported In-
donesian President Sukarno and
his program to establish a
strong central government in
Indonesia, and, together with
the Communist party of Indonesia
(PKI), firmly backs his campaign
to gain control of West Irian
from the Dutch.

In Lags, an Asian Communist
party, for the first time in the
post-Stalin era, has emerged
from insurgency to become a
legal political party and enter
the government. The USSR hailed
the agreement between the Com-
munist-led Pathet Lao dissident
movement and the royal govern-
ment as the model formula for
reuniting countries split by the
cold war. Despite the contin-
ued existence of insurrections
in Malaya and Burma, the Soviet
20th party congress' thesis of
peaceful transition to social-
ism has been more successful in
South and Southeast Asia than
in any other part of the world.
In addition to local Communist
parties, aggressive trade unions
are a major political factor in
India, Ceylon, Indonesia, and
Singapore.

Economic Relatiéns

Moscow's economic offensive
in South and Southeast Asia has
achieved considerable success
through a vigorous and flexible
trade program and through the
promise and extension of large-
scale developmental credits.

The USSR presses the line that
poverty and inadequate indus-
trial development are the re-
sults of a Western colonial pol-

icy to extract maximum profits
while opposing the development
of a national industry.

Moscow presents its aid in
terms of encouraging '"mational"
programs without "strings" and
has offered to help South Asian
countries to industrialize on
the basis of "equal rights and

‘mutual advantages' by making

available equipment, machines,
and technical services on long-
term credits at low interest in
return for goods normally ex-
ported by these countries. Mos-
cow ridicules the idea that
economic development is neces-
sarily slow--pointing to itself
and Communist China as examples
--and encourages underdeveloped
countries to adopt plans calling
for rapid industrialization.

Soviet offers to assist
Asian economic development are

attractive to many governments,

both for their intrinsic worth
and their valde in stimulating
Western counteroffers. The
largest single Soviet project
undertaken in the free world

is the construction of the steel-
works at Bhilai, India, which

at times has proved something

of a headache for the USSR, but
which has yilelded favorable
world-wide publicity. The USSR
in the early stages of its eco-
nomic assistance program agreed
to undertake projects which, al-

" though of marginal economic fea-

sibility, were of high local
priority, such as construction
of a bakery complex in Kabul,
Afghanistan.

Most later activity has
been in key fields such as trans-
portation, o0il exploration, and
heavy machine building, or in
fields of high propaganda im-
pact such as hospitals, techni-
cal institutes, and cultural
centers. Total credits extended
by the Sino-Soviet bloc to South
and Southeast Asian governments
amount to approximately $825, -
000,000, about-half the total:
assistance given to nonbloc coun-
tries, excluding Yugoslavia.
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Moscow's economic offen-
sive in South and Southeast
Asia includes also a vigorous
and flexible trade program.
Sino-Soviet bloc trade with
South and Southeast Asia in
1957 showed a modest increase
over 1956, although it still
is only a small part of the
area's total trade. Through
shrewd trade measures such as
the bulk purchase of raw ma-
terials and domestic manufac-
tures such as Indian shoes and
local handicrafts, the Soviet
Union has built up its reputa-
tion in the area as the friend
of local industry, a reliable
trading partner, and a ready
outlet for commodities unsala-
ble on world markets.

Moscow emphasizes that its
accounts can be settled by ex-
ports of local goods or in local
currencies, and builds on local
fears of Western economic compe-

tition, "exploitation,'" and the
effects of a possible Western
depression. It has used its
membership in ECAFE to publi-
cize its economic accomplish-
ments as an "Asian" state and
to promote expanded political,
economic, and cultural ties
through official contacts..

Military Relations

The Soviet bloc has extend-
ed major military assistance to
Afghanistan and has been making
significant deliveries recently
to Indonesia. The governments
of these countries alleged they
were unable to get arms from
the West on acceptable terms
and that the bloc was willing
to step into the picture to meet
the needs expressed. In both
Indonesia and Afghanistan, the
loan of military specialists is
an important part of this aid.
The Soviet bloc also has offered
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to supply India with modern
arms and arsenals.

Soviet attempts to down-
grade the West in Asian eyes
and build up its own prestige
have been noticeable in bloc
attempts to sell military
hardware and in Soviet efforts

air picture with regular
service, using TU-104 - jets.
The inauguration of regular
Moscow - New Delhi air serv-
ice in the near future
will probably serve as a
prelude to Soviet efforts
to extend Aeroflot flights
to Burma and Indonesia.

to break into the civil 25X1
* * *
CEYLON'S ECONOMIC PROBLEMS
Widespread labor disorders, Government Aims
communal strife, growing unem-
ployment, and a rising cost of Bandaranaike's Sri Lanka
living in Ceylon have lost Freedom party based its campaign
Prime Minister Bandaranaike's for office early in 1956 on a
government much of the popular platform calling for national-
support it enjoyed when it ization of tea, rubber, and
came into office two years ago. coconut plantations and other
The government appears to recog- important businesses, most of
nize that its survival in the which are foreign owned; an
1961 general elections may de- economic development program
pend on early and successful providing for higher employment
implementation of an expanded and rising living standards; re-
economic development program. placement of English by Singha-
Proposals for Bandaranaike's lese as the official language;
third annual budget, however, and the adoption of a neutral-
to be presented soon after Par- ist foreign policy.
liament opens on 24 June, as-
sign most of the contemplated On taking office, however,
increase in expenditures to the the party was faced with de-
field of social services. clining prices for Ceylon's
. major export crops
and with the realiza-
CEYLON: TRADE WITH SINO-SOVIET BLOC AND TOTAL WORLD tion that the costs
(THOUSAND DOLARS ) [ ] involved in national- ,g5y4
EUROPEAN COMMUNIST TOTAL ToTAL ization would be con-
SATELLITES USSR CHINA SN SOVIET WORLD siderably greater than
IMPORTS | EXPORTS |IMPORTS | EXPORTS |IMPORTS| EXPORTS || IMPORTS | EXPORTS | | IMPORTS | £xpoRTS previously recognized.
1952 883 | 2,445 | 263 | 501 | 6,896(25950] 8,042|28,896( | 357,513 | 315,476 The goverment’ there-
. fore, in effect post-
1953 1,574 665 14 - 43,899 | 50,865 || 45,487 | 51,530 337,646 | 329,287 poned most Of its
1954 658 349 402 - 33,252 | 46,529 {| 34,312 | 46,878 293,424 | 379,952 plans for nationaliza_
1955 | 1,484 333| 128 | — [16,785| 25,479 18,397 | 25,812 | | 308,546 | 407,424 tion and pla_ced its
1956 | 1418 | 275 | 184 | — 128,102] 38,270] 29,704 | 38,545 | 342,252 | 364,259 major emphasis on
1957 | L781| 1242 | 296 | 137 17,507 35,151 | 10,674 | 36,530 | | 378,854 | 353,116 other matters. It re-
T mweme Pplaced English with
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CEYLON: EXPORTS AND IMPORTS °

(THOUSAND DOLLARS)

EXPORTS

IMPORTS

TEA CRUDE COCONUT | oTHER | . TOTAL
RUBBER | PRODUCTS

TOTAL
FOODSTUFFS

(RICE)

PETROLEUM
PRODUCTS

TEXTILES
AND
RELATED
PRODUCTS

MACHINERY
AND
TRANSPORT
EQUIPMENT

OTHER

TOTAL

1953 | 173,269 | 70,392 51,781 33,345 | 329,287

162,714
(67,937)

25,151

38,919

37,041

78,821

337,645

1954 | 235,788 59,913 45,143 39,108 379,952

135,555
(57,393)

21,585

30,862

26,667

78,755

293,424

1955 | 250,788 73,573 47,929 35,134 437,424

126,86 1
(48,515)

21,116

28,356

32,825

90,788

308,546

1956 | 219,208 61,436 45,328 38,287 364,259

142,921
(55,375)

25,208

33,684

39,450

100,899

342,162

1957 | 214,433 3,063 33,390 42,180 353,118

149,569
(53,632)

43,113

34,396

42,492

109,283

378,853

80616 3C

Singhalese as the official
language, terminated Britain's
military base rights in Ceylon,
and expanded its relations
with Communist countries as a
part of its neutralist policy.

These measures, coupled
with the government's assurances
that it would fulfill its prom-
ises of nationalization when
finances permitted and would
expand economic development ac-
tivities as soon as a plan
could be formulated, apparently
satisfied the people until late
1957.

Government Crises

Since late 1957, the gov-
ernment has been faced with a
series of political and econom-
ic crises which have magnified
its problems. Recurrent strikes
for the past six months have
tied up the port of Colombo, ad-
versely affected many business
activities, raised prices of
food, and antagonized Ceylon's
rural population. The severest
floods in many years occurred
in December and destroyed crops,
roads, and houses in many parts
of the island. Communal ten-
sions increased sharply and on
23 May 1958 erupted into vio-
lence which necessitated a dec-
laration of national emergency
and forceful military action
before being brought under con-
trol in early Jumne. These
events caused prices to rise
steadily, and the Ceylonese
people now find their real

19 JUNE 1958

incomes lower than when Ban-
daranaike came into office.

At the same time, faction-
alism between Marxist and mod-
erate members of the cabinet
came into the open, and Bandara-
naike's ablility to maintain
discipline within his ruling
coalition began to be questioned.

Future Plans

The government has there-
fore decided it must take force-
ful action if it is to serve
out its present term and be
re-elected in 1961. It has be-
gun to take a firm stand against
inflationary wage demands and
has refused major concessions
to unions during the last two
large strikes. It has issued
a policy statement outlining
incentives for new private for-
eign investments, including a
promise to refrain from nation-
alization of new enterprises
for the next ten years.

It has requested: approxi-
mately $50,000,000 in special
forelgn economic aid, mainly
from the United States and
Canada, to add to the $30,000, -
000 in foreign assistance it
already expects to be available
for economic development during
the next year. Bandaranaike
has also attempted to raise
his prestige--apparently un-
successfully--by calling for
an international economic
conference in Colombo.
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Planning Capabilities

The Ceylonese Government
still has no over-all plan for
coping with the island's econom-
ic problems. Previous govern-
ments undertook development
projects without a comprehensive
plan, but Bandaranaike did es-

CEYLON: GROSS NATIONAL PRODUCT
(1952 PRICES) ]

PER CAPITA
GNP

GNP POPULATION

1953 |s 928,000,000 | 8,155,000 $114

1954 986,000,000
1955 1,108,000,000 | 8,589,000 129

8,920,000 117

1957 1,035,000,000 ?ésléi;g?:) 13

8061638 . 19 JUNE 1958

8,385,000 118

1956 1,049,000,000

tablish a National Planning
Council in September 1956. This
council has sought the advice
of foreign economists and has
appointed committees to examine
various aspects of Ceylon's eco-
nomic needs. Progress has been
slow, however, both because of

the lack of Ceylonese experience
and the absence of forceful di-
rection by the

prime minister.

The government's
inability to compre-

Planning Problems

The problems with which
such planning will have to cope
will include maintenance of the
standard of living. This is
threatened by the rapid growth
in population which has resulted
from the virtual elimination of
malaria and the sharp reduction
in infant mortality since 1946.
Ceylon's population has risen
from 6,700,000 in 1946 to over
9,000,000 at present and is in-
creasing by nearly 3 percent
annually.

The output of present crops
can be increased and new crops
can be added over the years, but
agriculture will not be able to
provide the jobs the growing
labor force will require. This
force will have increased by 50
percent by 1970. Thus, Ceylon
must expand other sectors of
the economy--chiefly industry--
to absorb these workers.

While Ceylon lacks the re-
sources to undertake a program
of large-scale industrializa-
tion, many items of consumer

CEYLON : GOVERNMENT EXPENDITURES

{MILLION DOLLARS)

hend the problems in- 1 OCTOBER — 30 SEPTEMBER 25X1
i CAPITAL | FOOD | sociaL | CURRENT

;({i;ﬁgn;nigc Zggl;ig . EXPEND. | SUBSIDIES | SERviICES |ECONOMIC| ADMIN. | OTHER TOTAL
from its late Feb- 1950-51 54.5 27.8 36.1 36.5 22.5 26.2 203.4
ruary directive to the 1951-52 79.8 52.0 43.6 39.1 204 | 2509 260.8
National Planning 1952-53 5.2 26.7 447 42.8 24.1 38.6 2519
Council to: preépare .

1953-54 | 615 2.6 4.2 40.7 24,8 38.3 2145
within three.months a
one-year and a five- 1958-55 5.0 - 9.1 4.4 29,7 23,1 224.3
Year plan for . pre— 1955 -56 90,5 16.7 53.9 . 47.0 31.3 38.4 277.8
sentation to Parlia- 1956-57 | 104.9 21.0 56.7 50.5 33.8 34.9 301.8
ment. . 1Whi.. 1§tthe 4 Josrose | 902 28.1 50.6 55.5 37.4 38.5 315.3
c ou nc mlg pro uc e 80616 30 19 JUNE 1958

some general guide-

lines within the next

few months, it is unlikely to
be able to produce a detailed
plan for sometime to come and
then only if it receives full
governmental support.

goods and light industrial prod-
ucts which are now imported
could be produced locally. De-
velopment of industries for such
production would, however, re-
quire a concerted effort on the
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part of the government to ex-
pand its own development ac-
tivities as well as to encourage
both local and foreign private
investors.

The New Budget

Government leaders appear
confused about what is needed
to stimulate Ceylon's economic
development. The preliminary
figures on the third annual
budget recently given to the
American Embassy in Colombo
suggest that the government
plans to use the additional
$50,000,:000~in foreign aid it
has requested to expand social
services rather than for in-
come-~generating economic devel-
opment projects. Projects in-
volving new schools and hospi-
tals will provide additional
construction jobs. These, how-

ever, are not developments
which will directly increase
Ceylon's production.

The new budget provides
for a decrease in funds for in-
dustrial projects, several of
which are nearing completion,
and no new industrial projects
are scheduled. Thus, Soviet
and free world economic aid of-
fered chiefly for industrial
projects is likely to be uti-
lized slowly unless some ex-
ceptional effort is made.

While a sizable increase
in social services probably would
build up the government's popu-
larity in the short rumn, it would
not provide the economic growth
and expanding employment op-
portunities Bandaranaike needs

for long-range politi c~-
o fgggggggpggggggalgsT

THE SPANISH COMMUNIST PARTY

Spain's small Communist
party, long outlawed by the
government and ostracized by
the rest of the opposition to
Franco, has during the past year
substantially improved its ca-
pabilities for attracting public
support. This improvement re-
sults largely from its aggres-
sive championing of labor's in-
terests under seriously worsen-
ing economic conditions--a po-
litical tactic assisted by the
government's policy of publicly
blaming strikes and slowdowns
on the Communists. The party
also seems to have made marked
gains among Madrid University
students by championing freedom
of thought.

The Spanish Communist party
(PCE) labors under several
serious handicaps. It is nu-
merically insignificant, with
a hard-core membership estimated
at 3,000. Its leadership, in-

cluding Secretary General Dolores
Ibarruri, is still largely in
exile behind the iron curtain

or in southern France. The civil
war has also left the party a
legacy of unusually strong dis-
trust on the part of Spain's
other anti-Franco parties. Per-
sistent Communist efforts to or-
ganize joint action have been
Just as consistently rebuffed,
the most noteworthy and recent
failure being the extensively
promoted "Day of National Rec-
onciliation' on 5 May. None

of the other parties supported
this effort, which resulted only
in brief scattered boycotts and
strikes in a few northern areas;
but by 3 June the Communists
were again appealing to the
other parties for talks omn joint
action.

The party's chief present
assets include a skillfully em-
ployed clandestine radio and,
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apparently, unusual determina-
tion and courage on the part of
its labor and student organiz-
ers. Probably the most impors-
tant of these assets, however,

is the continuing deterioration
in the country's economic situ-

IBARRURI

ation and some of the methods
chosen by the regime to cope
with the resultant labor dis-
content.

Inflation and Labor Demands

The sizable increase in
Spain's balance-of-payments def-
icit, the steady decline in its
gold and foreign exchange re-
serves, and the sharp rise in
prices since the beginning of
1957 have caused inflationary
pressures of serious proportions.
Inflation has generally been
harder on the skilled workers,
located 1largely in northern
Spain, than on the unskilled,
who received a larger percentage
increase in the last general
wage boost of November 1956.

The nationwide rise in prices
has already consumed practical-
ly all of labor's gains from
pay raises and caused widespread
complaints ‘from' the -workers

The government, unable to
hold the line against rising
prices, has indicated there will
be no more across-the-board wage
boosts, which would almost cer-
tainly set off a wage-price
spiral. Any future pay in-
creases, it has announced, nust
be made by the various industries
through collective bargaining be-
tween employers and employees
as provided in legislation of
last April.

Communist Labor Tactics

The Communists have made
special efforts to put themselves
forward as the champions of work-
er interests, particularly in
northern Spain. They have tried
with some success to get their
members or sympathizers elected
as labor representatives, and
they have also, as occasion of-
fered, precipitated strike ac-
tions on behalf of worker griev-
ances.

25X1
SPAIN: COST-OF-LIVING INDEX
135
130 A, ! Ve
s (NOV 1956=100 ) - gt
2 ]
' >
ns
1o
105
25X1
100 B S R
JUN JUL AUG SEFT OCT NOV DEC JAN FEE MAR APR
1957. —1958—
80617 3 19 JUNE 1958
25X1

the Communist party was the
only opposition group to elect a
sizable number of shop stewards
in the Basque provinces in the

that they'  cannot make .ends October 1957 elections. This

meet. was a considerable victory, since
SECRET
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the PCE has been particularly
weak in this area. 1In two prov-
inces, the Communists apparent-
ly succeeded in obtaining an
over-all representation of some

30 percent of

The party also met with
some success in other sectors.
Investigation by security au-
thorities reportedly revealed
that 12 of the 22 Communists
arrested early in 1958 in the
Saragossa area had been elected
shop stewards in October. 1In
the industries of Catalonia,
the Communists are said to con-
trol 8 percent of the shop
stewards and have greater in-
fluence among the workers now
than the anarchist labor organ-
ization CNT.

An example of Communist
strike tactics is seen in the

2,800 Bilbao shipgard workers
late last summer.] 25X1

the Socialists and the — 25X

Basque mnationalist trade union
were planning a widespread
strike throughout northern Spain
for October. 1Imn an effort to
galn credit for it, the PCE
jumped the gun and brought off
the Bilbao strike, thereby caus-
ing the Socialists to abandon
their efforts. The Communists
were supported in the strike

by Catholic Action's labor or-

ganization, the HOAC, 25X1
25X1

A similar example occurred
in late March of this year when
the Barcelona workers were called
on, by leaflets and appeals
from a clandestine radio station,
to stage a 24-hour general strike
in support of the coal strike in
Asturias. No general strike oc-
curred, but slowdowns and strikes
in Barcelona factories affected

slowdown and walkout of some up to 30,000 workers. These
= ASTURIAS™™" %" sulion #FRANCE
_"\PROVINC i » -
S e
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Guadiar® /\\\f 0
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o wies 200
Cadiz : - -
G]lz:(';\':_TER |$| 25X1

PART II1I

PATTERNS AND PERSPECTIVES
Approved For Release 2007/10/23 : CIA-RDP79-00927A001800030001-0

Page 10 of 18




25X1
25X1

Approved For Release 2007/10/23 : CIA-RDP79-00927A001800030001-0
- SECRET -

CURRENT INTELLIGENCE WEEKLY SUMMARY

19 June 1958

Barcelona
were orig-
11y planned by the non-Com-

munist parties in exile but
were precipitated by the PCE

tive under redu¢tion propects for
suitable jobs .upon graduation.

In mid-January 1958 the
government announced the arrest

through its Catalonia branch. of 44 persons in Madrid) 25X1
Government Tactics
The PCE labor effort has | The au- .
received unintended assistance orities stated fﬁgt the stu--
from the government's policy dents, workers, and young pro-
of publicly blaming the Commu- fessional men who comprised the
nists for the slowdowns and group had attended the Moscow
walkouts in northern Spain dur- Youth Festival in the late sum-
ing the past year. 1In the coal mer of 1957. The American Em-
mine walkouts, which eventually bassy in Madrid verified that a
involved over 10,000 workers in number of these persons had
Asturias in late March, the . been engaged in Communist ac-
local office of Catholic Ac- tivities in the universities. 25X1
tion's labor organization has '
questioned whether the Commu-
nists were the actual instigas
tors. A government communiqué
of 31 March, however, charged
that PCE strategy in these
strikes was directed from abroad
and carried out by means of un-
connected cells of five men or
less in each mine.
Government action has thus
served to give wider publicity
to the PCE's claims. This point
has recently been stressed by Communist Prospects
a subcommittee of the Interna-
tional Confederation of Free The PCE's prospects for
Trade Unions which stated that strengthening its appeal to large
the 'Franco: -réegimé: is ' vonly sectors of the population seem
strengthening Communism by de- likely to improve since the con-
nouncing every effort to improve ditions it 1s exploiting--in-
the worker's lot as a sign of flation and student discontent--
Communist activity. will probably continue. More-
over, 1t also appears in-
Communist Student Activity creasingly possible that the
various non-Communist opposi-
The PCE also seems to tion groups, faced with continu-
have had some success in pene- ing difficulties in agreeing
trating uvuniversity.istudent on a mutually acceptable plan
groups. The student generation for ousting Franco, will be
since the civil war -has been impelled eventually to reverse
manifesting increasing discon- - their present policy of re-
tent: over ‘the.regine's restric-~ Jecting Communist offers of
tions on" freedom of’speech and collaboration. ‘ 25X1
thought. It has.also been.res-
25X1
* *
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SOVIET RURAL ADMINISTRATION

A widespread revamping of
lower level rural party and gov-
ernment controls during the past
several years has significant-
ly altered the administrative
structure of the Soviet country-
side, with its 113,000,000 in-
habitants. In an attempt to
reach a more economical and ef-
fective balance between central
control and local administra-
tive initiative, the Soviet
regime has transferred some
decision-making powers to its
politically fortified rural or-
ganizations while still retain-
ing over-all control .in Moscow.
The growth of party membership
in rural areas and the increase
in trained Communists in local
positions of authority have per-
suaded the regime that greater
reliance can be placed on the
collective farm party organiza-
tion, thereby making it possible
to end some of the overlapping -
controls and reduce fullstime
party and government staffs.

Machine Tractor Stations

The history of the machine
tractor stations (MTS) sincte
Stalin's death demonstrates
Khrushchev's practice of ad-
justing administrative forms
to fit particular needs with-
out committing himself irrevo-
cably to a particular structu-
ral arrangement.

In September 1953, at the
time Khrushchev inaugurated his
extensive agricultural reforms,
he also reinforced the control
functions of the MTS. This was
done, first, by abolishing the
agricultural departments at the
rayon level of government and
transferring many of their func-
tions to the MTS and,:second,
by establishing atieach MTS a
group of party instructors
(supervisors) headed by a rayon
party secretary. The result
was the replacement of the reg-
ular government administration
by the party apparatus.

Criticism was being voiced
by the time of the 20th party
congress in February 1956 that
this arrangement was impractical,
but Khrushchev rejected sugges-
tions for a "fresh reorganiza-
tion"; political control in his
mind took precedence over other
considerations. In December
1957, however, the party's main
organizational journal Party
Life suddenly announced that
the MTS instructor groups had
been abolished and the rayon
party apparatus extensively re-
vamped. It was admitted in this
connection that party instructors
interfered excessively in the
work of the collective farm and
pre-empted the work of the kol-
khoz party organization.

Whether the move was in
preparation for the MTS reorgan-
ization is not clear, but it
helped pave the way for the re-
organization by providing for
continued party control over
the collective farms and re-
sulted in a diminution of the
MTS's authority several months
before Khrushchev, in a speech
at Minsk in January 1958, an-
nounced his plans for selling
MTS machinery to the kolkhozes.

In the same speech, Khru-
shchev came around full circle
when he suggested that the rayon
governmental organization (ex~
ecutive committee) should again
be equipped to provide local
supervision of collective farm
activities. As a result, many
of the functions transferred
to the MTS in 1953 are now being
returned to the rayon executive
committee, where they will be
exercised by a rayon inspectorate
for agriculture. 1In contrast
to the old bulky rayon agricul-
tural department, the inspector-
ate is to be a fairly high-level,
compact group composed of only
a handful of leading officials
and agricultural specialists
headed by a deputy chairman of
the rayon executive committee.
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While the inspectorate will
exercise over-all control over
the rayon's agricultural devel-
opment and render technical as-
sistance to the kolkhozes, the
collective farms now may enjoy
somewhat more leeway in manag-
ing their daily affairs.

Rayon Party Committee

At the same time that the
instructor groups were abolished
and the leadership of collective
farms turned over to the rayon
government organizations and
kolkhoz party organizations, a
reorganization of the rayon par-
ty apparatus was announced. It
had been undertaken in the last
half of 1957 after widespread
discussion among lower level of-~
ficials and experimental proj-
ects in Latvia, Tadzhikstan, and
elsewhere. Most of the depart-
ments of the rayon party ap-
paratus were dissolved so that
almost the entire rayon party
apparatus is now composed of
instructors, each of whonm is
responsible for overseeing sev-
eral primary party groups in
such organizations as:collec-
tive and state farms, schools,
and local enterprises.

INSTRUCTORS
(ORGANIZATIONAL
AND PROPAGANDA
DEPARTMENTS HAVE
BEEN RETAINED
PRIMARY PARTY / IN CERTAIN AREAS)

EXECUTIVE COMMITTEE \
AGRICULTURAL

INSPECTORATE AND
SUCH DEPARTMENTS
AS FINANCE
AND SOCIAL SECURITY

RURAL SOVIET
AND EXECUTIVE
COMMITTEE

19 JUNE 1958

With the departments gone,
these instructors now report
directly to the two or three
rayon party secretaries. To
trim administrative overhead
and streamline the organization,
a 20-percent reduction has been
ordered in rayon party staffs,
which will be limited to between
12 and 18 people.

One of the major reasons
for replacing departments of
the rayon party organization by
instructors, each responsible
for a wide range of activities,
was to cut down the tendency of
party organizations to duplicate
or replace the parallel de-
partments of the rayon govern-
ment, a tendency sharply criti-
cized in January 1957 by the
party central committee. Press
complaints attest, however, to
continuing friction between par-
ty and government functionaries.
In some cases, equally undesir-
able collusion is charged.

Refurbishing Local Government

A reorganization has also
been in progress in many of the
rayon governmental structures.
Local party :and government
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officials have been given fairly
wide leeway in adapting the gov-
ernmental administrative appara-
tus to varying local conditions.
The general trend is to reduce
the npumber of administrative
personnel by merging and.abolish-
ing departments. In:the Lunino
Rayon of Penza Oblast, 15 de-
rartments and offices were re-
duced to six and the rayon gov-
ernmental apparatus was shaved
by 31 people.

Not all changes have proved
lasting, however, particularly
.in view of the antagonism often
manifested toward them at high-
er levels. Local officials have
complained thati:their recommen-
dations for paring administra-
tive offices have been rejected
by higher officials jealously
protecting their own bureaucrat-
ic empires. On the other hand,
several local officials have
warned about wholesale slashing
of rayon staffs at a time when
new agricultural responsibil-
ities are being placed on their
organizations.

In addition, as complaints
in the press make clear, ef-
forts by local officials to re-
tain their desk jobs in larger
towns and cities to some extent
vitiate the drive for a reduc-
tion of administrative person-
nel. Finally, the continual re-
shuffling of personnel involved
in the numerous  reorganizations
of the administrative apparatus
must almost certainly result in
considerable confusion, waste,
and lowering of morale.

Improving '"Socialist Democracy"

Concomitant with the reduc-
tion of the paid party and gov-
ernment staffs, the regime is
relying more and more on
the voluntary, part-time efforts
of its citizens. A central com-
mittee decree of January 1957
on "Improving the Work of Local
Soviets" expressed the regime's
concern over the moribund condi-
tion of many of these lower
level organizations and their
executive committees.

The powers and responsi-
bilities of village soviets
have been redefined in recently
ratified statutes replacing
regulations dating back to 1931,
and statutes for rayon soviets

-have been adopted in several

union republics and are'under
consideration in most of the
rest. A growing body of 1lit-
erature on the methods and
operations of local soviets,
designed for the use of local
officials, stresses that the
major duty of the nonpaid so-
viet deputies, most of whom
are assigned to the standing
commissions of local soviets,
is to organize the electorate
and prod it to implement de-
crees and check on the opera-
tions of local enterprises

and organizations.

Rural Communists

¥With the replacement of
the MTS as the regime's primary
lever in the countryside, more
reliance is now placed on the
party organizations in the col-
lective farms themselves. These
organizations have been con-
siderably strengthened in re-
cent years and will probably
play a larger role in the opera-
tion of the kolkhozes. Part
Life reported that in mid=1957
there were primary party or-
ganizations in all collective
farms "with few exceptions"
and in all state farms and
MTS's. Within the last four
years the number of Communists
in kolkhoz party organizations
has increased by 230,000, or
an average of three per collec-
tive farm.

Kolkhoz party cadres are
being augmented by the assign-
ment to the collective farms
of a large proportion of the
137,000 workers of the now-
abolished MTS's who are party
members and by many of those
released in the rayon govern-
mental and party reorganiza-
tions. The size and effective-
ness of the weaker kolkhoz par-
ty organizations have been en-
hanced by combining them with
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other primary party organiza-
tions in the vicinity--for ex-
ample, those in local factories
and schools--resulting in one
large party organization which
oversees all facets of local
life. ’

Some kolkhoz party organi-
zations have become so strength-
ened--a few collective farms
now have over ‘100 party members
~-that they are being advised
to form party units in field
brigades and various other com-
ponents of the farms, and arti-

. ministrative system.

cles in the press have suggested are held strictly account-
that the secretary of a large able to higher authorities
kolkhoz party organization be and their prerogatives are
freed from his other duties mainly 1limited to applyin
and made a full-time party work- | central directives. [:::%::%:] 25X1
er. In effect this means the
elevation of the kolkhoz party
* * *
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organization to the level of
its counterpart in the factory.

The purpose of the recent
administrative reorganizations
and the campaign to revitalize
the local soviets is to reduce
rigid centralization and bureau-
cratic overhead and breathe
new life into lower government
and party bodies. Yet, while
lower officials are being en-
couraged to exercise more in-
itiative, they remain part of
a unified, Moscow-oriented ad-
They
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ANNEX

SINO-SOVIET BLOC ACTIVITIES IN TURKEY

1. General Bloc Policy:
Sino-Soviet bloc policy toward
Turkey is aimed at weakening An-
kara's close relations with the
West and at reducing the effec-
tiveness of Turkish military par-
ticipation in NATO and the Bagh-
dad Pact organization. Moscow
would particularly like to deny
the use of military bases and
installations to Western forces
and forestall the establishment
of NATO missile bases on Turkish
territory. ‘Current bloc efforts
are directed at exploiting Tur-
key's critical economic situa-
tion; Soviet officials and bloc
propaganda are concentrating on
raising doubts among leaders and
the educated elite as to the ad-
vantages of continuing Turkey's
strong Western orientation.

2, During late 1957, re-
lations : between Turkey and the
USSR deteriorated markedly as a
result of Soviet charges of a
Western "plot" against Syria fea-
turing Turkey as the chief in-
strument; in:a series:of warnings,

including strong diplomatic notes -

and statements by Soviet offi-
cials, Turkey was cautioned
against intervening in Syria and
threatened with possible Soviet
military counteraction. With
the passing of the crisis, how-
ever, Moscow began amajor effort
through official and. unofficial
contacts to encourage better re-
lations; Soviet officials have
recently begun to woo the Turks
with offers of increased trade
and with the prospect of eco-
nomic assistance.

3. Diplomatic Representa-
tion: Turkey has diplomatic tles
with the USSR and all the Euro-
pean satellites except East Ger-
many; re-establishment of rela-
tions with Albania is pending.
The Communist missions in Tur-
key are staffed by 274 bloc na-

tionals, of whom 87 are attached
to the Soviet mission. The So-
viet ambassador, N. S. Ryzhov,
known primarily as an economic
administrator, has a fair com-
mand of Turkish acquired in 1930
when he set up a textile factory
in Turkey; the plant was built
with Soviet assistance and is a
source of great pride to the
Turks. Since his appointment

as ambassador in April 1957,
Ryzhov has been exerting maximum
efforts to cultivate Turkish con-
tacts and friendships.

4. Economic Activity: Com-
merce between Turkey and bloc
countries reached $130,000, 000
in 1957, accounting for 17.5 per-
cent of Turkey's total foreign
trade, a moderate increase over
1956 but considerably less than
in 1955. Large shipments of
tobacco to the bloc during the
first quarter of 1958 raised the
bloc's share of Turkey's exports
to 37.4 percent of total exports.
Although exports to the bloc
normally rise during the early
months of each year as a result
of seasonal tobacco shipments,
the Turkish Government in late
1957 allocated larger quotas of
tobacco for sale to the USSR and
East Germany, while Western com-
panies have restricted their
purchases, making an over-all
increase in Turkish exports to
the bloc likely during 1958.
Turkish balance-of-payment dif-
ficulties, curtailment of credit
by Western suppliers resulting
from a large accumulation of
commercial arrears, and decreased
Western purchases because of the
artificially high price of Turk-
ish products, with the consequent
loss to Turkey of foreign ex-
change, are generally tending
to increase barter-type trading
with bloc countries.

5. The bloc is attempting
to capitalize on Turkey's severe
economic dislocations in order
to expand economic ties. Since
mid-May, Ambassador Ryzhov and
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high Turkish officials have held
a series of conferences |

| In
‘early 1958 the Soviet Union of-
fered to supply petroleum prod-
ucts after Turkey encountered
difficulties “in securing sfp-
plies from the West; bloc coun-
tries have also undertaken to
supply Turkey with heavy equip-
ment, formerly procured exclu-
sively in the West.

6. Bloc credits to Turkey
since 1955 have totaled $11,-
700,000. In July 1957 the USSR
contracted ‘to build a $3,000,000
glass factory and in February
1958 Turkey agreed to purchase
$2,000,000 worth of Soviet con-
struction equipment; both con-
tracts were financed by three-
year .credits frnom Moscow.
Czechoslovakia also extended a
$5,000,000 credit in 1955 to
finance the purchase vef 150
railroad cars and a credit of
$800,000 in October 1947 for a
diesel engine factory. Other
bloc assistance has included
small credits from Czechoslo-
vakia for a textile factory and
from Hungary for a vegetable-
oil plant. Turkey has also ne-
gotiated with the USSR for the
sale of three textile factories
having a total value of $10,-
000,000, but difficulties over
prices have prevented agreement
to date.

7. The European satellites
are involved in a number of oth-
er industrial projects in Turkey;
East Germany is building tex-
tile factories and a .cemént:
plant; Czechoslovakia is pro-
viding equipment for a ceramics
factory and some machinery for
a cotton: mill; Hungary and
Poland are also engaged, to a
lesser degree, in supplying in-
dustrial equipment. Approxim..
mately 20 bloc technicians are
believed to be in Turkey in con-
nection with these projects.

8. Cultural and Propaganda
Activities: Bloc propaganda and

cultural activities directed at
Turkey are limited in scope and
are handicapped by close govern-
ment .controls, including limita-
tions on the press and on public
meetings. Turkey has no friend-
ship societies sponsoring closer
ties with bloc countries. The
government has limited cultural
exchange visits to those bloc
countries in Eastern Europe with
which it maintains diplomatic
relations. During 1957 a total
of 57 delegations were exchanged
~--about the same number as in
1956-~-0of which 23 were from
Turkey and 34 were from bloc
countries. Sports teams account-
ed for a majority of the exchanges.
The Turkish Government did not
permit a delegation to attend the
1957 Youth Festival.

9. Bloc propaganda direct-
ed at Turkey is conducted mainly
by  radiobroadcasts in Turkish
which total slightly over 64
hours per week, as compared with
45.5 hours per week at the end
of 1956. The increase consists
of additional Turkish programs
by the European satellites and
the initiation by Communist China
in late 1957 of seven hours per
week of Turkish programs. On
1 April regular clandestine
broadcasts totaling about three
hours each week were begun by a
transmitter at Leipzig, East
Germany. This station, which
calls itself '"Our Radio," pur-
ports to broadcast from inside
Turkey; it avoids mention of the
Turkish Communist party of Com-
munisi in general and emphasizes
such themes as worsening Turkish
economic conditions and charges
that the government is subser-
vient to the United States.

10, Subversive Activity:
The Communist party of Turkey
has been illegal since 1922,
and known or suspected Communists
are closely watched by the Turk-
ish police. From 1951 through
1953 the goavernment arrested .-
nearly 200 persons on charges of
Communist agitation; of these,
131 were given sentences for con-
spiring :to found a sec¢ret
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Communist party. With their
trial " in 1954, Turkish authori-
ties considered that virtually
all members of the party in Tur-
key had been neutralized. 1In
January 1958, the Vatan (Fath-
erland) party was declared il-
legal on the allegation that it
acted as a Communist-front or-
ganization;, and 25 members
were arrested.

11. 1In view of the small
number of people charged with
Communist activity and the ef-
fectiveness of the Turkish po=
lice in preventing subversion,
it is believed there are less
than 200 "hard-core'" Communists
in Turkey

There

are in addition approximately
2,000 persons, found chiefly

in Istanbul, Ankara, and Izmir,
who are classified as Communist
sympathizers. Outside Turkey,
there is a small but articulate
group of Turkish Communists and
sympathizers whose chief value
to Moscow consists in their ac-
tivities as propaganda outlets
and as alleged Turkish repre-
sentatives at’ internatieonal
front conferences; in addition,
there are indications that some
members of the Turkish communi-
ty on Cyprus may be Communists.

12. Turkish Reaction to
Bloc Activities: Turkey re-
sponded to Soviet pressures in
the immediate postwar period
by participating actively in
Western collective defense ar-
rangements and by strict inter-
nal security measures; more re-
cently, Soviet actions during
the Turkish-Syrian crisis last
fall served to intensify the
determination of the Turkish
Government to resist bloc pres-
sures. Even during periods of
Soviet conciliation since the
war, Bulgaria has been hostile,
particularly over border ques-
tions. The Turkish Government

has, therefore, been reserved
and suspicious in dealing with
the USSR and Eastern European
countries; personnel attached
to bloc missions in Turkey are
subject to controls and on sev-
eral occasions--most recently
in September 1957--the govern-~
ment has expelled bloc diplo-
mats for espionage activities.

13. While the Turkish
people generally share their
government's hostility to the
bloc, the urban population,
which has been especially vul-
nerable to inflation and eco-
nomic shortages, would probably
approve of increased economic
ties with the bloc as a possi-
ble way of overcoming present
ecodomic problems.

14. OQutlook: Moscow's
prospects for advancing its
policy objectives toward Tur-
key turn largely on Turkey's
abllity to solve its serious
economic problems in coopera-
tion with non-Communist coun-
tries. The critical factor is
the extent to which Turkey's
present leaders are willing to
keep within bounds their polit-
ically popular, but inflation~
ary, investment programs. Turk-
ish officials have not ruled
out acceptance of substantial
Soviet economic assistance in
the months ahead, especially
if they cannot obtain economic
relief from the West. The Turks
are fully aware of the pitfalls
of dealing with the Soviet Un-~
ion, and Ankara woiild be care-
ful not to compromise its posi-
tion within the Western defense
effort. The general attitude
of Turkey toward the bloc makes
it unlikely that bloc countries
will be able in the near future,

'~ through propaganda, <elltural,

and subversive activities, to
register significant :advances
which would affect Turkev's tie
with the West.

SECRET

PART 111

ANNEX
Approved For Release 2007/10/23 : CIA-RDP79-00927A001800030001-0

Page 18 of 18



25X1 Approved For Release 2007/10/23 : CIA-RDP79-00927A001800030001-0

Q”Q'

Approved For Release 2007/10/23 : CIA-RDP79-00927A001800030001-0



